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IN THE MATTER OF THE JOINT APPLICATION
OF THE ARIZONA ELECTRIC POWER
COOPERATIVE, INC. AND SOUTHWEST
TRANSMISSION COOPERATWE, INC. FOR
PERMISSION TO REFUND CERTAIN AMOUNTS
RELATING TO AUGUST BILLINGS

EXCEPTIONS

9

1 0 The  Arizona  Electric Power Coope ra tive , Inc. ("AEPCO") and Southwes t Transmiss ion

11 Coope ra tive , Inc. ("SWTC") (collective ly, "the  Coope ra tive s") submit the se  exceptions  to the

12 S ta ffReport and Recommended Order dated June 20, 2007 .
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1 3 On Sunday, July 17, 2005, a  unique  se t of circumstances  combined to prevent Sulfur

14 Springs  Va lle y Ele ctric Coope ra tive , Inc. ("SSVEC") a nd Trico Ele ctric Coope ra tive , Inc.

15 ("Trico") and the ir members  from reducing loads  unde r the ir load control programs on wha t

16 turned out to be  AEPCO's  peak day tha t month. Under the ir ta riffs , AEPCO and SWTC had no

17 choice  but to bill SSVEC and Trico based on tha t peak. As a  result, a ll re ta il members  of those

18 sys tems collective ly pa id a  higher wholesa le  bill than they should have if the  coopera tives  had

19 known the  peak was  occurring.

20 Afte r considering the  benefits  these  load reduction programs provide  the  entire  AEPCO

21 system as well as the "perfect storm" of circumstances which prevented SSVEC and Trico

22 customers from participating that Sunday afternoon, the Cooperatives' Boards voted to seek

23 Commission approval to refiind approximately $291,000 so that those cooperatives' retail
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1 cus tomers  would not be  unfa irly pena lized for circumstances  beyond anyone 's  control. SSVEC

2 and Trico will apply the  re fund to the ir power cos t adjus tors  so tha t a ll the ir re ta il members  will

3 re ce ive  its  be ne fit.

4 AEPCO, SWTC and the ir Boards  continue  to be lieve  tha t is  the  most fa ir and equitable

5

6 this  unique  circumstance .

7 THE  FACTS

8 Over many years , AEPCO's  and SWTC's  dis tribution coopera tives  have  deve loped load

9 control programs which a llow AEPCO to reduce  its  peak each month. The  programs have  three

10 bene fits . For the  pa rticipa ting member, the  programs  re sult in a  lower re ta il bill, a lthough they

11 must adjus t the ir opera tions  and/or incur expense  to do so. Second, for a ll re ta il cus tomers  on

12 the  dis tribution coope ra tive 's  sys tem, the  programs re sult in a  lower wholesa le  bill which

13 reduces  the  bill e ach re ta il member mus t pay-rega rdle ss  of whe the r they pa rticipa te  directly in

14 the  load control program. Fina lly, the  programs  lower cos ts  for e ve ry dis tribution coope ra tive

15 and re ta il cus tomer on the  AEPCO sys tem by avoiding or de laying the  need to build additiona l

16 ge ne ra ting ca pa city.

17 In order to send the  s igna ls  necessary for the  re ta il members  to control load, the

18 Coopera tives  es tima te  wha t will be , and then close ly monitor, the  sys tem peak each month. In

19 orde r to monitor the  Mohave  Electric Coopera tive , Inc. ("MEC") peak, the  Coopera tives  depend

20 upon rea l-time  load informa tion transmitted by the  Weste rn Area  Power Adminis tra tion

21 ("WAP A") which a dminis te rs  the  control a re a  for MEC's  se rvice  te rritory. The  Coope ra tive s

22 ta ke  this  infonna tion from WAPA on MEC's  loa d, combine  it with informa tion on the  othe r
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1 coopera tives  to de te rmine  when the  system peak is  like ly to happen and then provide  load

2 control notices as a  possible  peak approaches.

3 Sunday morning, July 17, 2005, the  commercia l power supplied by the  Metropolitan

4 Wa te r Dis trict to a  WAP A communica tions  fa cility in northwe s t Arizona  pa rtia lly fa ile d a nd

5 ultima te ly disabled tha t pa rt of the  sys tem which provides  informa tion to AEPCO and SWTC on

6 MEC's  load. The  pa rtia l power loss  re sulted in no power to the  s ite 's  ba tte ry cha rge r, but did not

7 re sult in a  tota l loss  of power which would have  s ta rted WAPA's  back-up gene ra tor. The  firs t

8 indica tion of a  problem was  when the  ba tte rie s  were  no longer able  to power the  s ite . WAPA

9 promptly dispa tched persomle l to the  s ite  to manua lly s ta rt the  back-up genera tor, but the

10 facilitie s  a re  a  s ix-hour drive  from Phoenix. As  a  re sult, power was  not re s tored to the

l l communica tions  s ite  until e a rly evening.

1 2 Afte r a ll da ta  for the  month was  in, the  Coopera tives  de te rmined in ea rly August 2005

13 tha t Sunday, July 17, had been the  peak day for tha t month on the  AEPCO system-an unusua l

14 occurrence  on the  AEPCO sys tem. The  communica tions  fa ilure , however, prevented

15 AEPCO/SWTC firm knowing tha t a t the  time  it wa s  ha ppe ning. Thus , loa d control notice s  we re

16 not sent to the  member dis tribution coopera tives  nor the  re ta il members  involved in the  load

17 control programs. As  a  re sult, they were  not given the  opportunity they should have  been given

18 to reduce  the ir loads on peak.

1 9 As the  S ta ff Report indica te s , AEPCO and SWTC billed a ll coope ra tive s  s trictly in

20 accordance  with the ir ta riffs . However, cons ide ring the  bene fits  which the  load control programs

21 provide  the  entire  AEPCO system, combined with the  fact tha t notices  were  not sent for reasons

22 beyond any 1ne1nber's  or the  Coopera tives ' control, the  AEPCO and SWTC Boards unanimously

23 voted to ask Commiss ion approva l to bill SSVEC and Trico based upon the  peak load of
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1 S a turda y, July 16-which time d out to be  tha t month's  s e cond highe s t pe a k-whe n the

2 communica tions  sys tem did function, a ll notices  were  time ly sent and a ll pa rticipa ting consumers

3 were  given an opportunity to and, in fact, did pa rticipa te  in the  load control program. They

4 continue  to be lieve  tha t under these  unique  circumstances tha t re fund is  the  most fa ir and

5 e quita ble  re sult.

6 RESPONSE TO STAFF REPORT

7 At pages  2-4 of the  Sta ff Report, S ta ff recommends tha t the  Commission not approve the

8 Joint Applica tion. The  Coopera tives  offe r these  responses to the  S ta ff numbered points :

9 The  Coopera tives  agree  with S ta ff tha t the ir ta riffs  do not authorize  them to issue

10 these  re funds . Tariffs  cannot contempla te  in advance  a ll poss ible  circumstances  which may

l l jus tify-a s  the s e  do-a  diffe re nt bill. Tha t is  why the  Coope ra tive s  bille d Trico a nd SSVEC

12 according to the  te rms of the ir ta riffs  and then applied to the  Commiss ion for pe rmiss ion to make

13

14 bill a  diffe rent charge  than its  ta riff requires  in appropria te  circumstances  such as  these .

15 Sta ff s ta te s  tha t it's  willing to discuss  changes  in ta riff wording which might

16 handle  these  circumstances  should they a rise  in the  future . The  Coopera tives  apprecia te  and will

17 follow up on tha t offe r. However, they s till be lieve  tha t the  one -time  adjus tment reques ted he re

18 is  fa ir a nd e quita ble .

19 The Coopera tives disagree  with the  s ta tement a t page  3 of the  Staff Report tha t

20 approva l of this  Applica tion "would unintentiona lly crea te  a  new cus tomer cla ss ...billed...on

21 something othe r than sys tem coincident peak." All members  have  been and will continue  to be

22 billed based on sys tem coincident peak a s  required by the  ta riff This  Applica tion s imply seeks

23
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1 one-time  Commission re lie f as  authorized by the  s ta tute  for this  unique  se t of circumstances  so

2 as  to reach a fair result.

3 Simila rly, in item 4, SSVEC and Trico did nothing to increa se  "ope ra ting cos ts"

4 and those  Coopera tives ' re ta il customers did not bene fit "from the  extra  power.. 59 Ins tead, the

5 Metropolitan Wate r Dis trict power fa ilure  a t the  WAPA communica tions  s ite  caused the

6 s itua tion. Had the  Coopera tives ' re ta il cus tomers  rece ived the  notices  they were  entitled to on

7 Sunday, July 17, they would have  ins tituted load control and e limina ted the  unnecessa ry "extra

8 power" jus t as  they had on Sa turday, July 16.

9 While  S ta ff is  correct tha t it is  imposs ible  to know precise ly wha t would have

10 happened if interruption notices had been sent on Sunday, July 17, the  fact tha t loads were

11 controlled the  weekend day before  when inte rruption notices  were  sent is  s trong evidence  tha t

12 the result would have been the  same.

1 3 Sta ff is  a lso correct tha t the  fa iled communica tions  did not cause  AEPCO to buy

14 power a t highe r spot marke t prices , did not re sult in pena lty billings  and SSVEC and Trico were

15 billed correctly in accordance  with the  ta riffs . Howeve r, tha t does  not re solve  the  inequity

16 created by the  fact that _all SSVEC and Trico customers paid more that month because

17 participa ting cus tomers  were  not given the  opportunity to control the ir loads .

1 8 7. Fina lly, S ta ff expresses  concern tha t the  WAPA communica tions  sys tem was not

1 9 improved a fte r the  incident. AEPCO and SWTC have  had extens ive  experience  with the  WAPA

20 communica tions system over many years  and, as s ta ted in the  S ta ffRe port, have no reason to

21 believe  tha t this  was anything other than a  very unusua l, isola ted and unavoidable  circumstance .
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1 C O NC LUS IO N

2 Severa l unique  events  had to conspire  to crea te  this  s itua tion two summers ago.

3 Commercia l power had to go down, because  of the  na ture  of tha t power fa ilure , the  back-up

4 system designed to keep communica tions up had to be  manually s ta rted, AEPCO's  system had to

5 peak on a  Sunday a fte rnoon, and the  remaining two weeks of July 2005 had to quickly cool so a

6 subsequent peak did not occur.

7 The  Coopera tives  be lieve  this  unique  se t of circumstances  is  precise ly why the

8 Commiss ion is  authorized by s ta tute  to authorize  devia tions  from ta riffs . They would a sk tha t

9 the  Commiss ion do so in this case. A suggested form of amendment to the  S ta ffs  proposed

10 orde r is  a ttached as  Exhibit A.

RESPECTFULLY SUBMITTED this  7th da y of Se pte mbe r, 2007.

1 2 G ALLAG HE R & KENNEDY, P .A.

1 3

1 4

1 5

1 6

1 7

By
Micha e l M. Gra nt
2575 East Camelback Road
P hoe nix, Arizona  85016-9225
Attorne ys  for Arizona  Ele ctric P owe r

Coopera tive , Inc. and Southwest
Transmiss ion Coopera tive

1 8 Origina l and 15 copies  filed this
7th day of September, 2007, with:

1 9
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Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007
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1 Copies of the  foregoing de live red this
7th day of September, 2007, to:

2

3

4

Commiss ione r Mike  Gleason, Cha irman
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

5

6

Commis s ione r Willia m A. Munde ll
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

7

8

9

Commiss ione r J e ff Ha tch-Mille r
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

10

1 1

Commiss ione r Kris tin K. Ma ye s
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

1 2

1 3

14

Commiss ioner Gary P ie rce
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

1 5

1 6

1 7

Willia m H. Mus grove
Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

1 8
g
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EXHIBIT A



S UGGES TED AMENDMENT TO S TAFF'S  P ROP OS ED ORDER

At page 5, 1. 17, insert a  new Finding of Fact 20 as  follows:

20. AEPCO and SWTC filed exceptions  to the  S ta ff Report address ing
each of the  issues  ra ised by S ta ff in Findings  11 through 17. In summary, they
pointed out tha t the ir Boards  of Directors  unanimously approved the  request to
seek Commission approval of the  refunds because  a  series of events beyond any
of the  Coope ra tives ' control deprived SSVEC and Trico cus tomers  of the  ability
to control the ir loads . There fore , a ll re ta il members  on those  two sys tems pa id
highe r bills  in July 2005 than they should have . Pa rticula rly cons ide ring the  fact
tha t the  load control programs provide  benefits  and cost reductions  to re ta il
customers  throughout the  AEPCO system, AEPCO and SWTC mainta in tha t
a pprova l of the  a pproxima te ly $291,000 in billing cre dits -which will be  a pplie d
by SSVEC and Trico to bene fit the ir members  through the ir power cos t
adjus tors -is  a  fa ir and equitable  re sult in these  unique  circumstances . We  agree

this  one-time  billing adjus tment should be  granted.

At page  5, 1. 27, a fte r "June  20, 2007," inse rt "and the  Coopera tives ' exceptions  da ted
September 7, 2005" and de le te  the  word "not".

At page  6, 1. 4, de le te  the  word "not".
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